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SUBJECT:  Taiwan  to  Streamline  Insurance  Policy  Review 


IQ.  Summary:  Taiwan's  Financial  Supervisory  Commission  Insurance 

Bureau  (IB)  announced  it  will  streamline  insurance  policy  reviews 
beginning  September  1 in  response  to  comments  from  AmCham  and  local 
insurance  companies.  The  number  of  new  insurance  products  requiring 
prior  review  and  the  review  time  will  both  be  cut  by  more  than  half. 

This  change  should  increase  efficiency  and  profitability  of 
insurance  companies,  but  requires  companies  to  exercise  strict 
internal  controls.  End  summary. 

Insurance  Policy  Review  Reform 


12.  In  a briefing  to  chief  executives  of  insurance  companies  on  July 
11,  IB  Director  General  Thomas  Huang  announced  that  beginning 
September  1 insurance  firms  will  not  be  required  to  obtain  prior 
permission  for  most  new  insurance  products.  In  addition,  insurance 
companies  meeting  certain  criteria  will  be  exempt  from  needing  prior 
permission  for  new  products.  These  measures  will  reduce  the  number 
of  insurance  policies  requiring  prior  permission  by  about  75%. 

1.3 . New  non-life  insurance  products  still  requiring  prior  permission 
include  auto  insurance,  fire  insurance,  and  unprecedented  types  of 
insurance  policies.  New  life  insurance  products  still  requiring  a 
prior  permission  include  retirement  annuities,  investment-linked 
policies  with  guaranteed  returns,  and  unprecedented  types  of 
insurance  policies.  All  new  foreign  currency  denominated  life 
insurance  products  will  still  require  prior  approval. 

14.  However,  insurance  companies  will  be  exempt  from  needing  IB 
permission  for  the  above-mentioned  products  if  they  have  a 
risk-based  capital  (RBC)  ratio  exceeding  250%,  aggregate  IB  fines  of 
less  than  NT$1  million  (US$30,769)  in  the  past  year,  no  significant 
defects  in  current  products,  and  sufficient  actuaries. 


Less  Review  Time 


15.  Huang  also  said  the  new  insurance  policy  review  time  will  be 
shortened  to  90-130  days,  much  shorter  than  current  reviews  which 
take  as  long  as  two  years.  The  IB  must  respond  to  a permit  request 
within  90  days  after  the  IB  receives  the  request.  If  further 
documentation  is  needed,  the  IB  has  another  40  days  to  review 
supplemental  documents. 

Registration  Requirement 


1_6 . Insurance  companies  will  still  be  required  to  register  all  new 
products  within  15  days  of  being  marketed.  The  IB  will  then  conduct 
a follow-up  review  sampling  up  to  30%  of  these  new  insurance 
products.  The  IB  expects  insurance  companies  to  exercise  strict 
internal  controls  and  conduct  thorough  evaluation  before  putting  new 
products  on  the  market.  For  products  failing  to  pass  the  follow-up 
review,  the  IB  will  impose  heavy  penalties,  including  suspension  the 
privilege  to  put  new  products  on  the  market  for  a year. 

Protection  for  Innovation 


17 . The  IB  will  provide  six  months  of  "innovation  protection"  that 
requires  imitations  of  another  company's  new  type  insurance  policy 
to  seek  prior  IB  permission. 

Likely  Effects 


18.  AIT  contacts  at  the  IB  were  optimistic  that  these  insurance 
reforms  will  allow  insurance  companies  to  better  plan  and  market 
their  new  products  and  increase  their  profitability  in  an 
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environment  that  they  can  better  control.  However,  the  contacts 
noted  that  if  insurance  companies  fail  to  exercise  strict  internal 
controls,  or  if  the  IB  fails  to  fulfill  its  regulatory  duties,  there 
could  be  serious  negative  consequences. 
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